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Summary 

With about $900 billion in benefit outlays projected to be made in 2015, Social Security is the 
largest program in the federal budget. It provides monthly cash benefits to retired and disabled 
workers and their family members as well as to the family members of deceased workers. 
Currently, there are about 59 million beneficiaries. Under current law, Social Security’s revenues 
are projected to be insufficient to pay full scheduled benefits after 2033. 

Monthly benefit amounts are determined by federal law. Social Security is an issue of ongoing 
interest both because of its role in supporting a large portion of the population and because of its 
long-term financial imbalance, and policy makers have considered numerous proposals to change 
its benefit computation rules. 

The Social Security benefits that are paid to worker beneficiaries and to workers’ dependents and 
survivors are based on workers’ past earnings. The computation process involves three main 
steps: 

• First, a summarized measure of lifetime earnings is computed. That measure is 
called the average indexed monthly earnings (A1ME). 

• Second, a benefit formula is applied to the AIME to compute the primary 
insurance amount (P1A). The benefit formula is progressive. As a result, workers 
with higher AIMEs receive higher Social Security benefits, but the benefits 
received by people with lower earnings replace a larger share of past earnings. 

• Third, an adjustment may be made based on the age at which a beneficiary 
chooses to begin receiving payments. For retired workers who claim benefits at 
the full retirement age (FRA), which is currently 66, and for disabled workers, 
the monthly benefit equals the P1A. Retired workers who claim earlier receive 
lower monthly benefits, and those who claim later receive higher benefits. 

Benefits for eligible dependents and survivors are based on the worker’s P1A. For example, a 
dependent spouse receives a benefit equal to 50% of the worker’s P1A, and a widow(er) receives 
a benefit equal to 100% of the worker’s P1A. Dependent benefits may also be adjusted based on 
the age at which they are claimed. 
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Introduction 

Social Security, which is projected to pay about $900 billion in benefits in 2015, is the largest 
program in the federal budget. There are currently about 59 million Social Security beneficiaries. 1 

Most Social Security beneficiaries are retired and disabled workers, whose monthly benefits 
depend on their past earnings, their age, and other factors. Benefits are also paid to workers’ 
dependents and survivors. Dependent and survivors benefits are based on the earnings of the 
workers upon whose work record they claim. 

Social Security has an important impact on beneficiaries, both young and old, in terms of income 
support and poverty reduction. However, under current law, Social Security’s revenues are 
projected to be insufficient to pay full scheduled benefits after 2033. For both of those reasons, 
Social Security is an issue of ongoing interest to policy makers. Most proposals to change Social 
Security outlays would change the benefit computation rules. Evaluating such proposals requires 
an understanding of how benefits are computed under current law. 



Eligibility 

A person who has a sufficient history of earnings in employment subject to Social Security 
payroll taxes becomes “insured” for Social Security, which makes the worker and qualified 
dependents eligible for benefits. Insured status is based on the number of “quarters of coverage” 
(QCs) earned. 2 In 2015, a worker earns one QC for each $1,220 of earnings, and a worker may 
earn up to four QCs per calendar year. The amount needed for a QC increases annually by the 
growth in average earnings in the economy, as measured by Social Security’s average wage 
index. 3 

To be eligible for most benefits, workers must be “fully insured,” which requires one QC for each 
year elapsed after the worker turns 2 1 years old, with a minimum of 6 QCs and a maximum of 40 
QCs. A worker is first eligible for Social Security retirement benefits at 62, so to be eligible for 
retirement benefits, a worker must generally have worked for 10 years. 

Benefits may be paid to eligible survivors of workers who were fully insured at the time of death. 
Some dependents are also eligible if the deceased worker was “currently insured,” which requires 
earning 6 QCs in the 1 3 quarters ending with the quarter of death. 

To be eligible for disability benefits, workers must also satisfy a recency of work requirement. 
Workers aged 3 1 and older must have earned 20 QCs in the 10 years before becoming disabled. 
Fewer QCs are required for younger workers. 4 



1 This report provides an overview of how Social Security benefits are computed. For additional details and a more 
comprehensive overview of Social Security, see CRS Report R42035, Social Security Primer, by Dawn Nuschler. 

“ For details, see “Insured Status” in Social Security Administration, Annual Statistical Supplement, 2013 (February 
2014), at http://www.ssa.gov/policy/docs/statcomps/supplement/2013/oasdi.html. 

3 The average wage index is the average of all workers’ wages subject to federal income taxes and contributions to 
deferred compensation plans. It is calculated using some wages that are not subject to the Social Security payroll tax. 

4 To be eligible for disability benefits, workers must also be found unable to engage in substantial gainful activity. See 
(continued...) 
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